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Granby and its subsidiary, Granisle Copper Limited, produce copper concentrate containing in addition to copper, relatively small 
amounts of gold and silver. They are engaged also in a continuing search for new mineral prospects throughout the world. 


Granby Miining 
Corporation 


To the Shareholders: 


The Company's consolidated net income 
for the year ended September 30, 1975 
was $513,750 or $.36 per share compared 
with $7,670,478 or $5.31 per share for the 
previous twelve month period. 

The substantial reduction in earnings is 
attributable mainly to the following: 


1. Lower copper prices. The average 
London Metal Exchange price for 
copper in fiscal 1975 was 58C¢ U.S. per 
pound, compared with $1.08 in 1974. 
Through the continuation of its policy of 
hedging a part of its production, your 
Company was able to mitigate the 
effect of the lower prices. These 
transactions contributed substantially 
to income and without them, a netloss 
for the year would have been incurred. 


2. Increased treatment costs. These arose 
from the diversion of part of our 
production to alternate markets, and 
this matter is dealt with later onin the 
Marketing section. 


3. Increased taxes. Both the Federal and 
the Provincial governments have 
enacted tax legislation which has 
proved to be particularly oppressive to 
the mining industry. In fiscal 1975, total 
taxes amounted to 83% of income 
before taxes and minority interest. This 
punitive rate of taxation prevents the 
Company from developing new mines 
in British Columbia and neither the 
Company, the Province, nor Canada 
can benefit from such a state of affairs. 
The British Columbia mining industry is 
continuing its efforts to convince both 
governments of the necessity of 
returning to an acceptable level of 
taxation. 


4. Inflation. The costs of labour, supplies 
and other services continue to 
increase. We were specifically affected 
by substantial increases in the costs of 


grinding steel, blasting supplies, 
haulage truck tires, fuel and power, as 
well as other important goods and 
services needed to maintain our 
operations. Under present conditions, 
any increase Incosts cannot be 
sustained. 

As previously reported, the Board of 

Directors has instituted a policy of paying 

no further dividends until such time as the 


Company’s after-tax earnings have risen to 


a level that, in the opinion of the Directors, 
warrants consideration of the reinstitution 
of dividend payments. Monies which would 
otherwise be paid out in dividends will be 
directed towards the purchase of needed 
plant and equipment and the continuation 
of exploration and business development 
activities. 

Capital expenditures during the year 
totalled $1,234,834 and consisted of 


OPERATIONS 


Granisle Mine Production 
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Unit Cost of Production 
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Payable Metal Produced: 
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The quantity and grade of ore treated 
compares favourably with that of 1974. 
Copper recoveries were erratic at times 
due to the milling of perimeter ores which 


R. P. Taylor, President 


various replacements and improvements, 
primarily at the Granisle minesite. 
Dispositions during the year amounted to 
$645,276. These proceeds were derived 
mainly from the sale of employee-occupied 
housing, as well as the sale of certain 
mining equipment at Phoenix which, 
because of the reduced mining program, 
was no longer required. 


Projected capital expenditures for fiscal 
1976 are estimated at $2,300,000, all for 
Granisle. The most significant item will be 
the purchase of a ten yard shovel. Other 
projected expenditures are the completion 
of the new warehouse facilities at the 
Granisle minesite and the normal 
replacement of and improvement to plant 
and equipment. 

At the year-end capital commitments 
totalled approximately $1,600,000, all for 
Granisle. 


Year Ended September 30 

1975 Ree 
es 4,879,623 4,853,434 
pee 13,369 13,297 
as 0.46 0.46 
ate 7,745,714 6,936,689 
ee. 1 1e5o ees 
ne ae $3.42 $2.74 
Dares 38,314,129 38,697,527 
ae 16,966 18,369 
Dade: 137,785 191,958 


were high in pyrite and contained very little 
bornite. As aresult, the pounds of payable 
copper produced in 1975 were slightly 
lower. The unit cost of production 


increased 25% to $3.42 per ton milled. Of 
the increase, 3% is attributable to an 
increase in waste removal, and 22% to 
higher labour costs and rapidly escalating 
material prices. 

As of September 30, 1975, the Granisle 
copper mine had ore reserves, estimated 
from computer block values, of 66,066,000 
tons at an average copper content of 
0.43% and an estimated stripping ratio of 
1.1 tons of waste per ton of ore. 4.9 million 


- Phoenix Mine Production 
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The ore reserves at Phoenix were 219,000 
tons at year end, with an average copper 
content of 0.58% mineable atan ore to 
waste ratio of 1:2.12. In addition, the ore 
stockpile was 2,345,200 tons with an 
average copper content of 0.40%. 318,000 
tons of ore were mined from the Ironsides 
pit. The reserves were decreased by 
574,000 tons and this adjustment was a 
result of the uncertainties surrounding the 
estimation of reserves in a complex ore 
body previously mined by underground 
methods. 


The revision of the ore reserves, together 


tons of ore were mined during the year. In 
addition, the reserves were decreased by 
2.3 million tons to adjust for the lower 
tonnage of ore actually encountered in 
mining operations. Further pit design 
studies are being undertaken which may 
adversely affect future stripping ratios. 
There was a stockpile at year-end of 2.7 
million tons of low grade material with an 
average copper content of 0.29%. 


Year Ended September 30 
ee tO7os pe 
1,073,512 995,751 
2,941 2,/28 
0.47 0.44 
1,791,801 2,807,268 
1:5.64 1:21.09 
Tease $4.12 $4.12 
8,316,690 7,080,248 
eae 11,171 10,003 
101,294 70,732 


with escalating costs and low metal prices, 
made it necessary to reduce the scale of 
mining at Phoenix. As of May 1, 1975, the 
mining operation was reduced from three 
shifts per day to one. Mill throughput 
increased 8% over the previous fiscal year, 
and copper production increased by 23% 
as a result of the higher throughput anda 
slightly higher grade of ore milled. 

The unit cost of Phoenix production 
remained at $4.12 per ton milled. 
Increased costs of labour and materials 
were offset by the savings arising from the 
reduced scale of mining operations. 


Granby Mining Corporation 


MARKETING 


Copper prices in fiscal 1975 were 
generally low; the behaviour of the market 
in fiscal 1974 and 1975 for the metals 
which Granby produces is illustrated by the 
graphs included in this Annual Report. 


The economic downturn resulting in 
worldwide recession not only affected the 
price of copper adversely but also brought 
ona situation or over-supply of raw 
materials in Japan, our main sales outlet. 
Asa result, that country severely curtailed 
imports of copper concentrates wherever 
possible. As noted in last year’s Annual 
Report, the Company commenced delivery 
of its production from the Phoenix 
operation to the U.S.A. effective January 1, 
1975. Because of the reduced smelter 
production in Japan, it became necessary 
to divert a portion of Granisle concentrate 
and arrangements were made for sales 
into West Germany. This diversion will 
continue in 1976. The outlook for copper in 
1976 is not encouraging in face of the 
continuing over-supply of the metal 
worldwide and the expected slow recovery 
inthe industrial economies. 


M.W. C.I.F. EUROPE COPPER 
PRICES MONTHLY AVERAGES 


EXPLORATION AND DEVELOPMENT 


Granby’s exploration and development 

activities in 1975 continued to be directed 
towards the basic long-term objectives of 
product and geographic diversification as 


formulated in prior years. The Company 


persists in its search for coal properties in 
Western Canada andin its efforts to 
acquire discovered mineral deposits, 
whether in Canada or abroad, which would 
offer near-term opportunities for corporate 
growth. 


Total exploration and development 
expenditures amounted to $1,723,000 in 


1975 compared to $2,264,000 in 1974 and ~ 


$886,000 in 1973. In accordance with the 
practice of previous years, the costs of all 
programs not related solely to the Phoenix 
area were shared two-thirds by Granby 
and one-third by Granisle Copper Limited. 


Granridge Project 


The Granridge coking coal property in 
southwestern Alberta consists of 31,561 
acres of Crown and freehold leases under 
option from CanPac Minerals Limited 
(CanPac). The leases provide the 


200 T 


exClusive right to mine coal under a 
renewable 21-year lease, subject to 
current mining legislation and royalty 
payments to the leaseholders. 


Compilation of the data obtained in the 
1974 exploration program, together with 
preliminary engineering studies indicated 
the need for an additional program of 
geological mapping, drilling and bulk 
sampling designed to locate additional 
coal structures and to improve the 
confidence of the estimates on the known 
coal structures. 


Execution of this program was thwarted 
when the Company was informed by the 
Government of the Province of Alberta that 
approval of permits for the exploration of 
coal leases would not be granted until a 
provincial coal policy had been 
established. This deferral applied to 
Granridge along with most of the other coal 
leases in Alberta. A geologic mapping 
program was undertaken on previously 
unexplored portions of the leases; 
however, drilling and other exploration 
activities could not be undertaken. Plans 
have been made to continue exploration in 
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1976 pending receipt of the necessary 
governmental approvals. 


Under the original terms of the option 
agreement with CanPac, Granby was 
required to exercise the option to acquire 
CanPac’s interest in the coal leases by July 
1,1976. Because exploration permits 
could not be obtained this year, the option 
period has been extended to July 1, 1977. 


Other Canadian Projects 


Granby’s other exploration activities in 
Western Canada continued at a reduced 
level pending resolution of the Federal and 
Provincial Governments’ conflict resulting 
in heavy taxation of the mining industry. A 
molybdenum property, held under option 
from Vestor Explorations Ltd., was drilled 
without sufficiently encouraging results to 
warrant continuing the option. Sufficient 

~ drilling was carried out ona lead-zinc- 
barite deposit in the Yukon Territory, held 
under option from Empire Metals 
Corporation, to keep the option in good 
standing. 


Further exploration of the Huckleberry 
property, which had been extensively 
explored from 1972 to 1974, has been 
deferred pending an improved economic 
climate. Granby continues to hold the 
property under option from Kennco 
Explorations (Western) Limited. Under the 
terms of this agreement Granby has until 
1989 to complete its expenditure of $1.5 
million, of which approximately $1.0 million 
has been spent to date. 


Exploration in the general area of the 
Phoenix concentrator was accelerated in 
an effort to develop additional ore for this 
plant. A test-mining program ona known 
deposit located on the Oro Denoro 
property, seven miles from the 
concentrator, did not indicate sufficient 
mineralization to justify development. 
Exploration is continuing on other portions 
of the property. 


Foreign Exploration 


Granby’s South African exploration 
subsidiary, Granex (Pty.) Limited was 


active in the examination and evaluation of 
mineral properties in Transvaal and Cape 
provinces. The major exploration program 
was in the northern portion of Cape 
province where Granex has optioned 
approximately 37,000 acres of landina 
favourable geological environment. Initial 
prospecting and mapping have indicated 
favourable structures and the presence of 
base metals. Continued exploration and an 
initial drilling program are planned for 
1976. 

Granby’s other foreign exploration 
activities have been concentrated in the 
Western United States. The Lone Star 
property, in Ferry County, Washington, is 
held under option by Granby and Coastal 
Mining Company. Exploration in 1974 and 
1975 has disproved the presence of 
sufficient mineralization to justify an 
independent operation. Because of the 
property’s location, thirteen miles south of 
Granby’s Phoenix mine, a study is being 
undertaken to determine the economic 
viability of mining a selected portion of the 
deposit for treatment at the Phoenix 
concentrator. 


SHARE PURCHASES 


Granby’s holdings of shares of Granisle 
Copper Limited has increased from 
3,190,095 at the beginning of the year to 
3,267,080 at the end of the year, or 98.1% 
of the outstanding shares of Granisle. 


Zapata Canada Limited, a subsidiary of 
Zapata Corporation, owned 1,336,358 
shares or 92.5% of Granby Mining 
Corporation as at September 30, 1975, 
compared with 1,323,423 shares at the 
same date last year. 


PERSONNEL 


The total number of employees at the year- 
end was 452 compared to 486 a year 
previously. This reduction is primarily the 
result of the cutback in the Phoenix pit 
production undertaken in May of 1975. 


The collective bargaining agreements in 
effect at Granisle and Phoenix which 
expire December 31, 1975 and August 31, 
1976 respectively will both be re- 


negotiated in fiscal 1976. Total wages, 
salaries and employee benefits paid in 
fiscal 1975 amounted to $9,917,000, 
compared to $8,102,000 in 1974. 


ENVIRONMENT AND SAFETY 


Asin the past, protection of the 
environment at the minesites continues to 
bea top priority and those standards 
established by government agencies are 
met and inmany ways exceeded by the 
Company. Granisle is continuing its 
participation in government studies 
directed towards protection of the Babine 
watershed and has further extended its 
reclamation program. Plans for final 
reclamation of the Phoenix Mine were 
advanced with the direction and 
assistance of the Department of Mines. 


The safety record at both minesites has 
been very good and this year Phoenix won 
the Department of Mines ‘‘B”’ Trophy for 
safety in open pit mines for an 
unprecedented sixth time. 


GENERAL 


Effective July 31, 1975, Mr. J. W. Jewitt 
resigned as President of Granby and has 
joined Zapata Corporation, Houston, 
Texas as its Vice President—Mining. 

Mr. R. P. Taylor, formerly Executive Vice- 
President, was appointed President of your 
Company by the Board of Directors, 
effective August 1, 1975. Granby’s Annual 
General Meeting will be held at 10:30 a.m. 
on Wednesday, February 18, 1976 in the 
Plaza West Room, Hyatt Regency Hotel, 
655 Burrard Street, Vancouver, British 
Columbia. 

The Directors wish to commend all 
employees for their spirit and determined 
efforts to maintain our operations despite 
the many difficulties with which we were 
confronted during 1975. 


On behalf of the Board of Directors, 


R.P. Taylor, 
President 


Vancouver, British Columbia 
December 15, 1975. 
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Granby Mining Corporation 


Summary of Operations* 


(stated in $000’s) 9 Months 
ended 
Year ended September 30 September 30 
1975 1974 1973 1972 1971 
PRS MPO VEINUICS fa cpevsids ve sannednsnadiancasedecreisanes $ 28,490 $ 40,362 No AS TASS) pa lownee Sell e985 
Pet SIMON COME oisis ics cchivacsdvcsnssveeseanns 1,926 IiAOSS i sks! 3,760 1,920 
HOLE HESTIEXDEMSC iam cae. avucinateniaeSonedsasvewss 101 164 145 — 72 
/ Provision for taxes: 
NSU Nase Tg [lI a 1,065 880 — — — 
Income and mining taxes..............06. 1,699 S285 4,980 1,914 ood 
Income before extraordinary items. ......... 514 8,170 Swoillie) 1367) 497 
EP AOPGliehY ILCTNS...0. 0.00000 sceedeeeeeenceeeeees _ 500) — — 83 
DCL AON: doe eae ee aes $ 514 $ 7,670 Ee Sr ehls) Sian D860 
EMPREGIOUISIAIIGING) .ccveecasdcineesteslesseredes 1,444,371 1,444,371 1,444,371, eee cea) 1,444,371 
_ Net income per share 
Before extraordinary items ................ $ .36 5 Nels) $3.82 Sale oU $ .34 
EX MAOTOINALY MEMS aiicsscnosaviescssgeaseenss = (Cres aS ae .06 
Emer exiraOrdinaly itGMS o.... cs. ccew. $ .36 $ 5.31 __$ 3.82 $ 1.30 $  .40 
Cash dividends per share ($U.S.) ........... SS AS $ .60 $ ‘60 $  .60 $ 1.20 


*Restated for comparative purposes where necessary. 


Management’s Discussion and Analysis of the 
Summary of Operations 


Fiscal 1973 


Net revenues increased significantly in 1973 compared 
with 1972. The most important reasons for this were: 


(a) aplant expansion at Granisle during fiscal 1973 raised 
the capacity of the plant from approximately 6,500 to 
approximately 13,300 tons per day; 


(6) higher average prices received for copper, gold and 
silver. 


As is apparent, Operating income rose too, even though 
total operating costs went up 54%, as a result of the addi- 
tional labour and material costs associated with the 
enlarged operation, and higher depreciation charges; nat- 


urally, both the provision for taxes and Net income 
increased substantially. 


Fiscal 1974 


Performance in fiscal 1974 again improved, mainly 
because of the upward movement of world prices for cop- 
per, gold and silver; moreover, production was stimulated 
by an emphasis on greater operating efficiency at the 
Granisle mine and this played an important role in aug- 
menting net revenues. Thus, Operating income climbed to 
$17,053,000 in the face of a further jump in total operating 
costs of 26%, attributable mainly to inflationary increases 
in the costs of supplies, labour and other services and also 
to higher exploration costs and depreciation charges. 


Granby Mining Corporation 


A new form of provincial tax called Mineral Land Tax 
became applicable to Granby commencing January 1, 
1974. This tax is based not on profits but rather on reve- 
nues and accordingly imposes a severe burden on the 
results of operations. It is expected that until the tax is 
removed, this negative effect will continue and the profit- 
ability of the Company will suffer. The Federal Government 
of Canada further compounded the problem by disallowing 
Mineral Land Tax as a deduction for the purpose of calcu- 
lating Federal Income Tax. 


The extraordinary item of $500,000 was brought about 
by a write-down to market value at September 30, 1974 of 
certain marketable securities owned by the Company. 
These securities were sold in fiscal 1975. Net income for 
1974 of $7,670,000 showed a 39% improvement over net 
income for the preceding year. 


Fiscal 1975 


The Directors’ Report to Shareholders, which is included 
in this Annual Report, should be referred to for more 
detailed information. 


Although total production of copper, gold and silver in 
1975 was roughly comparable to 1974, net revenue was 
down by approximately $12,000,000, or 29% from 1974. 
As noted in the Report, the drastic decline in revenue was 
Caused mainly by (a) lower copper prices, the average Lon- 
don Metal Exchange price falling from $1.08 per pound in 
fiscal 1974 to $.58 in 1975, and (b) increased treatment 
costs arising from the diversion of part of our production to 
alternate markets. Revenue for 1975 of $28,490,000 
includes gains from hedging transactions: 


The inflationary spiral which began in fiscal 1972 was the 
main factor involved in a 14% increase in total operating 
costs. Thus, Operating income was down to $1,926,000, 
compared with $17,053,000 for the preceding year. As can 
be seen from the Summary, Mineral Land Tax actually 
increased in fiscal 1975 over 1974, despite the drastic drop 
in Operating income. Indeed, total taxes amounted to 
$2,764,000, a clearly punitive sum. The end result of all 
these factors was to lower Net Income in fiscal 1975 to 
$514,000. This represents a reduction of 93% from the pre- 
vious year’s Net Income of $7,670,000. 


GRANBY MINING CORPORATION 


Market prices and dividends 


Dividends 
Trading Period Price Range Paid ($ U.S.) 
GiUES) ($ CAN.) : 
Pacific Stock Exchange* Toronto Stock Exchange 
__ low _ _ High = hOWss: _ High 

Fiscal 1974 

1st Quarter $16% $21.25 $17.00 $21.25 $0.15 
2nd Quarter $17% $27.25 $19.00 $26.25 $0.15 
3rd Quarter $27.00 $27% $26.25 $26.75 $0.15 

4th Quarter $25.00 $26.75 $25.00 $26.00 $0.15 
Fiscal 1975 

1st Quarter $24.50 “$25:25 $23.25 $25.00 $0.15 
2nd Quarter $26.00 $27.25 $25.25 $25.25 Nil 

3rd Quarter $26% $32.00 $27.00 $27.00 Nil 

4th Quarter $26.00 $28.00 No Trades Nil 


* The Pacific Stock Exchange is the principal market in which Granby shares are traded. The Exchange is located in San Francisco, California. 


To the Shareholders, 
Granby Mining Corporation: 


We have examined the consolidated balance sheet of GRANBY MINING CORPORATION (a British 
Columbia company and subsidiary of Zapata Corporation) and Subsidiaries as of September 30, 1975 
and 1974, and the related consolidated statements of income, retained earnings and changes in financial 
position for the years then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting records and such other audit- 
ing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated financial statements present fairly the financial posi- 
tion of Granby Mining Corporation and Subsidiaries as of September 30, 1975 and 1974, and the results of 
their operations and the changes in their financial position for the years then ended, in conformity with 
generally accepted accounting principles consistently applied during the periods. 

Pursuant to Section 212 of the British Columbia Companies Act, we further report that in our opinion, 
due provision has been made for minority interests. 


Vancouver, British Columbia ARTHUR ANDERSEN & CO. 
October 31, 1975. Chartered Accountants 


Granby Mining Corporation 


CONSOLIDATED BALANCE SHEET 


Assets 


CURRENT ASSETS (Note 1): 

Cash and'short-tenniGepOSitS vra.cts.nnsanercn ete tenes ouereen ese ener 
ACCOUMISECEIVADIOS A ionrt ute ieee cen eer RE REE n Cree earn be ae ee eee 
Concentrate inventory, at estimated 

fealizable Valu esas da..5 ere Coder eee ee ee 
Materials and supplies, at the lower of 

average Cost OF replacementiGOSts.cae eee eee er ree 
Marketable secuiniticSatima ike taseseesece eee aenre eects ene nee 
PrepaiGsexDenS@Sisacc savas: arecne tal etc et ccs eee eMC Cea ee cceces tesa eet 


WOES! MTU TA REIN RESISSUES. co pronopeoaaancotancoebachdav spatiwa audaoseowuanasgaosuncenes 
REFUNDABLE DEPOSITS AND OTHER ASSETS, at cost ................ 


PROPERTY, PLANT AND EQUIPMENT atcost (Note: 12) 22... 
Less—Accumulated depreciation and depletion ...................:00008 


Net property, plant and equipment Se re Ae PPE RRS EN 7 eA 


DEFERRED CHARGES: 
Exploratiomicostsi(INOtek|)) Ramiac tre ceeterenr a terre eee ee eeeree en nenerer nT 
Retirement plan contribution, at 
COstlessiamonizatlOmensen acorn e ere eee ere 


On behalf of the Board: 
J. H. COLTON, Director 


R. M. SUTHERLAND, Director 


See accompanying notes to consolidated financial statements. 


September 30 

1975 1974 
$ 7,550,598 $12,215,885 
5,991,939 6,026,055 
4,509,643 4,276,364 
3,627,693 2,987,489 
—_ 728,440 
211,188 S15/541 
$21,891,061 $26,552,774 
$ 252;551 $ \259;885 
$43,987,169 $43,519,980 
17,477,282 = 15,171,154 
$26,509,887 $28,348,826 
$ 1,706,302 $ 1,099,250 
165,864 ~— 188,748 
$1,872,166 $ 1,287,998 
$50,525,665 $56,449,483 


Granby Mining Corporation 


Liabilities and Shareholders’ Equity 


CURRENT LIABILITIES: 
(EXE | PYG LSTE 1M UacrseadgBeie ws Age pA ROE ARON Cae Oe SRE Een or nee 
REC OUMIS AY ADI CRAM CAC CMUIAIS.. aa nya, detec ne nas aster duslantenwtircianluce: 
Income. and mining taxes payable (Note 2) «0.0.0... .cccccesseeeeseeeeeceeees 


ROTATE UGCA SS rrcerta ts aa ioteceee tee ate hy nkew ania < draco manea ce 
SaINOTE PAYABLE; to Parent: COMPANY siiccciccecstecsdetevnseentsasaznnees 
DEFERRED INCOME AND MINING TAXES (Note 2)... 
MINORLEGINITERES TNSUBSIDIARY co jen.cctctcasn-oractutnce me suesnte: 


SHAREHOLDERS’ EQUITY: 
Capital stock (Note 3): 
Authorized, 6,000,000 shares, 
par value $1.66-2/3 per share 
OUISHANGINGGIe4 44S Tal Shale Su ae a. tees paseoneseortnaneee ee eoctereae 
SOrIMOULOCSUN DO Seen res he eee. ee onetime 
Retained earnings, per accompanying statement ...............e 


Total shareholderss Cquity 2.44 kerb aherec eee area ener a eee tena 


CONTINGENT LIABILITIES AND COMMITMENTS 
(Note 5) 


September 30 
1975 1974 
$ — $ 32,000 
3,633,949 30505333 
1,581,879 1-543,563 


$ 5,215,828 
$ 316,000 
$ 5,356,397 


$ 619,514 


$10,625,896 
$ 316,000 
$ 5,460,397 


$ 1,328,496 


$ 2,407,285 $ 2,407,285 
1,241,502 1,241,502 
35,369,139 = 35,069,907 
$39,017,926 $38,718,694 


$50,525,665 


$56,449,483 


Granby Mining Corporation 


CONSOLIDATED STATEMENT OF INCOME 


Year Ended September 30 
1975 1974 

Net revemuUes—(INOTS: Tiss. ccossticsale rae tyeee ce ane ereetiniaee bomen cere aumreyetier Nee $28,490,010 $40,362,305 
Expenses: 

GOSHOT OKOGUC UO TIN. seeeeece. cae ace eee eres a eee ere $21,425,849 $18,039,375 

Depreciation, depletion and amortization (Note 1) ................00. 2,880,579 2,832,990 

EXPIOFAtIOMICNOES Ete ceineet eee ae eee: eet cee in oe aa ee 1,115,524 WP l64(AS 

Generalianc acmilmiStralli Greenest eeeeee ee eet eee eee eee aren 1,142,253) = 1,272,407 

$26,564,205 $23,309,517 

QPSrating TAGOMTG RR GAO tere cen cnet anenerd erie ey eras $ 1,925,805 $17,052,788 
HANASSUUa MEY ACETIC HOM MEL PIM COMME la. cach anconscocnasoes cosannsorsonee cnvcoododaonoansecned 1,401,053 MNOS WZ 
Income before provision for taxes, minority interest in 

net income of subsidiary and extraordinary iteM ..............c eee $ 3,326,858 $17,762,900 
Provision for taxes: 

WY Mlacslae luke ale ints) Gamece Pe trR ATi oe SRN ven ys Ses ig 28 eo anchogododtan: $ 1,065,447 $ 879,573 

InGomeraincinnimin@taxesi (IN @ 1612) eee eee eee eee eae eee een 1,699,000 8,235,000 


$ 2,764,447 $ 9,114,573 


Income before minority interest in net income of subsidiary 


and SxtraGridinanyitteniian, gecce soca teen ceceee te aes aren menace eae $ 562,411 $ 8,648,327 
Minority interest Ininer income: Ol SUIDSICIANY cere: <aee caren tee eee eee 48,661 477,849 
Income belore extraeraimanyuntennias i. tax ee nee etd eee eae $ 513,750 $ 8,170,478 
Extraordinary item: 

Write-down of Marketable'Seeuntiesrascasusnsus scat eretens = 500,000 
NGUINCORIGL £2. cotuce caaeminetenasmcs cir: GR een nan Ace ce eae ee ee $ 513,750 $ 7,670,478 
Net income per share: 

Before extraorduial y NGM wesc dsc eee cereus csuen eee atecuete at $ .36 | $5.66 

ATICEeXtrAOr CIMA CMA, tenn ota. carta. edn itas Meare acnearat pees $ .36 <2 333) 
Cashidividendsisensharein Wis: dollacueas ee eee tees anen $ .15 ; $ .60 
NGMBEr OL Snares OUISTANGING Of sigin coer seu ptne~seecnteentent aetna 1,444,371 1,444,371 


See accompanying notes to consolidated financial statements. 


Granby Mining Corporation 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Year Ended September 30 
1975 1974 
BALANCE ATLBEEGINNING OF YEAR oa sescseiestni-cuncte (ede ledet ace tee. $35,069,907 $28,250,763 
FGM TEN COM Cummnrte tert tec Cre cet aay teint raeescera eae eon ennui 513,750 7,670,478 
$35,583,657 $35,921,241 
WEGUCTCIVIGEMGS Dalene ir. ea teeter cea ateuetens can aah ce sacuniniucienibas 214,518 Solpoo4 
BAIN GE Au OR YEAR mies cisteeratce se cictens nites smite vs setesmestnrtobmen $35,369,139 $35,069,907 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Year Ended September 30 
1975 1974 
WORKING CAPITAL PROVIDED BY: 
Operations: 
mCOMe, DEfOLe EXtraOrcinaly WOM gies ceeds eons cececusrmuansdeenceecuseeese $ 513,750 $ 8,170,478 
Depreciation, depletion and 
ARNON Zall@ Mme eee rae eer cre tae) Moe uae Ae 2,880,579 2,832,990 
Deferred INCOME ANGIMIMINGTAXES :.o...c2.ceisdnenssssaneasanchamsecsne sees (104,000) 1,036,000 
Minority interest in net income of 
SRIDSIC al heen perce rnin ean nC cae R cient MAG eto. ote 48,661 477,849 
(OU ACE: Bee Any ae Rao tT ore Stee REE aI ea ne ee Ae RR (194,852) 133,060. 
Working capital provided by 
ODSLATIONS Hes. Peta ee ere eee RC en ene eR eee $ 3,144,138 $12,650,847 
Reclassification of long-term 
investments to marketable SECUTITIES..............cccccecceeceeseeeeeeeeeees — 728,440 
Deposilsrerunded (Wald )tans sree ee chin naaes selene sib teatw ee 7,334 (3653) 
8% note payable to Parent COMPANY vi. ..cecsnncasconesnodsaands conse daneoene ne — 316,000 
qotal working‘capital prOvidedin earner ee tere ae $ 3,151,472 $13,689,654 
WORKING CAPITAL APPLIED TO: 
Net additions to property, plant 
late Keo (Ia Ager py ota eae Ae mia in 99 > AS rk a OM Re fee $ 589,558 §$ 3,112,812 
ExplOratlonjeosis delenced teres aera reece rern en arceecee eee ee ee 607,052 1,099,250 
DIVA IA SHO Cl see ieee Rees tye Mee aoe ih, 1h ae eR er 214,518 851,334 
PACGILNSIUORON MU PORLY TTC OS Urirose cn te ean acento Seago ty ohreaneate 981,840 659,537 
Acquisition cost of subsidiary, net of 
PES ORICUIG CLONAL ete rsa tect ica he cect onan Rite cu sanyo OE ames oer _ 346,319 
Dividends paid by subsidiary to 
BIINOOLILVESTAAI OH ONS CLG oe ree. here ® et, ores clncs coms araunecemameteanaie eae 10,149 49,005 
Lotal working Capilakapplied Mis cat crs c<ccuedendeaentotabvreeewecss $ 2,403,117 $ 6,118,257 
INCREASETE WORKING CAP IMAM ste setascasee-wnrescsy escshetcn east vane $ 748,355 §$ 7,571,397 
Working capital at beginning Of year .........2.........:ccereeeeeeee 15,926,878 8,355,481 
WORKING(GARIIALe AI EINEORLY GAR etices dis cnaneatnteencesansinn: vacmabde $16,675,233 $15,926,878 


See accompanying notes to consolidated financial statements. 


Granby Mining Corporation 


Notes to the Consolidated Financial Statements September 30, 1975 and 1974 


1. SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES: 


Principles of Consolidation 


The accompanying consolidated financial statements 
include the accounts of Granby Mining Corporation (the 
Company) and Subsidiaries, Granisle Copper Limited 
(Granisle), Zapata Mining (Pty.) Limited, Granex (Pty.) 
Limited, and certain inactive Companies, after elimi- 
nation of inter-company balances and transactions. 
During 1975, the Company increased its share own- 
ership of Granisle from 95.8% to 98.1%. 

The financial statements of a subsidiary, Jedway Iron 
Ore Limited, have not been consolidated as its mining 
operations have ceased and the investment therein is 
considered to have no value. 


Currency Translation 

Current assets denominated in foreign currency have 
been translated into Canadian currency at the rate of 
exchange prevailing at the respective balance sheet 
dates. 


Property, Plant and Equipment 


Particulars of the cost of property, plant and equipment 
are as follows: 


September 30 
SIS Ie 
Mineral claims............. $ 8,768,084 $ 8 533,738 
EQnGs. 8 eee cena 40,509 eS} x0) 
Mine buildings and 
equipment............... 24,805,769 24,635,209 
Mobile and other 
EQUIPMENT... essere 10,372,807 10,219,532 


$43,987,169 $43,519,980 
Mineral claims include the excess cost of the Com- 
pany’s investment in Granisle over its net book value at 
time of acquisition of $8,702,985 ($8,468,639 in 1974). 
Depletion of mineral claims is based on the proportion of 
copper produced to the estimated copper content of ore 
reserves of the mine; accumulated depletion as of Sep- 
tember 30, 1975 is $2,050,779 ($1,553,945 at Septem- 
ber 30, 1974). 


Depreciation of the Granisle and Phoenix mine buildings 
and equipment is provided on a straight-line basis over 
the estimated life of the respective mine. 


Granisle’s mobile equipment (except drills and shovels) 
is being depreciated at 30% per annum on a diminishing 
balance basis, and drills and shovels on a straight-line 
basis at 10% per annum. The Company’s mobile equip- 
ment is being depreciated at 30% per annum ona dimin- 
ishing balance basis. 


Exploration Costs 


Current exploration costs are charged against income 
for the year. Costs relating to properties, which in the 
opinion of management indicate a probability of future 
development, are deferred. The deferred exploration 
costs will be either amortized over a period not to 
exceed the estimated life of the revenue producing 
property or charged against income in the year it is 
determined that the property under investigation no 
longer has a probability of future development. 

Under the terms of an agreement between the Company 
and Granisle, all exploration costs on projects origi- 
nated by the Company after January 1, 1971, are 
shared on a two-third, one-third basis. 

During the year ended September 30, 1975, the Com- 
pany incurred exploration expenditures totalling 
$607,052 on the ‘‘Granridge”’ property. This compares 
with the sum of $1,099,250 which was spent on this 
property during fiscal 1974. The rights to this property 
were acquired under an option agreement with CanPac 
Minerals Limited (CanPac), under the terms of which the 
Company is committed to incur exploration expendi- 
tures, excluding option payments, of $500,000 on the 
property by October 1, 1975. This obligation has been 
fulfilled. The Company was also required to pay to Can- 
Pac the sum of $350,000 by July 1, 1975, and is 
required to pay asum of $2,000,000 by July 1, 1976 if it 
wishes to exercise the option. The Company, however, 
applied for but did not receive exploration permits to 
carry out its 1975 field program, and consequently it 
was agreed between CanPac and the Company that the 
liability to make the two option payments of $350,000 
and $2,000,000 be postponed to July 1, 1976 and July 
1, 1977 respectively. Interest at prevailing rates on the 


sum of $350,000 will be paid to CanPac from July 1, 
1975 while the option continues in effect, but in any 
event, not beyond July 1, 1976. 


Net Revenues 


Net revenues include (i) all the Company’s concentrate 
production from the Phoenix mine sold under contract 
to a customer in the United States, (ii) all Granisle’s con- 
centrate production sold under contracts to customers 
in Japan and West Germany, and (iii) gains from hed- 
ging transactions. 

Production represented by concentrate inventory and 
shipments in transit at year-end has been recorded at 
the September average quoted price for metals, which is 
estimated to be the final settlement price. 


Comparative Figures 


The 1974 financial statements have been reclassified to 
conform with the 1975 presentation. 


. INCOME AND MINING TAXES: 


Federal Income Taxes Paid, Under Dispute 


By Notice of Re-Assessment dated January 21, 1974, 
the Minister of National Revenue imposed tax on a por- 
tion of certain dividends received by the Company from 
Granisle during the 1969, 1970 and 1971 taxation 
years. The Company, as required, paid the amount re- 
assessed of $2,355,678 including interest, and then 
filed a Notice of Objection with the Department of 
National Revenue. The re-assessment was, however, 
confirmed on February 27, 1975. An appeal to the Fed- 
eral Court of Canada was lodged on May 22, 1975, and 
the Statement of Claim has been filed. In any event, no 
further tax liability will result. 


Provincial Mining Taxes Paid, Under Dispute 


In April 1974, the Commissioner of Income Tax for Brit- 
~ ish Columbia re-assessed Granisle for mining tax pay- 
able for the period December 1, 1969 to September 30, 
1971. The re-assessment is based on an interpretation 
of certain sections of the Mining Tax Act by the Commis- 
sioner, which differed substantially from the inter- 
pretation placed on the same sections by the 


Commissioner during the aforementioned period. The 
additional amount alleged to be owing is $869,012, 
including statutory interest of $149,820, which has been 
paid by Granisle. The re-assessment was confirmed by 
the Minister of Finance, and Granisle’s appeal therefrom 
was heard in the Supreme Court of British Columbia on 
April 11 and 25, 1975. The judgment of the Supreme 
Court, rendered May 9, 1975, was in favour of Granisle 
in that it declared the method adopted by Granisle of cal- 
culating mining tax during the relevant period was cor- 
rect. An appeal from this decision, however, was 
entered by the Minister of Finance on June 17, 1975. 
The date on which the appeal will be heard has not as 
yet been set. 

Although liability for tax is not admitted, the consoll- 
dated financial statements reflect a provision for addi- 
tional mining taxes of $465,000 for the period October 
1, 1971 to September 30, 1975. 


Income and Mining Tax Expense 


September 30 

POLICE ee See 

Current— 
INCOMeHAXS .Ws.oe. ae $1,803,000 $4,889,000 
DMA TAKE ype ancan en. Se 810,000 
$1,803,000 = $7,199,000 

Deferred— 
Income: taxanwy. 24.052 $ 72,000 $ 922,000 
NITE) ©) CG cee eye (176,000) ~—_ 114,000 


$ (104,000) $1,036,000 
$1,699,000 = $8,235,000 


Under the terms of the November 18, 1974 budget 
passed by the Canadian government, the standard 33- 
1/3% depletion allowance terminated May 6, 1974, and 
corporations engaged in mining are now allowed to 
deduct earned depletion. The earned depletion deduc- 
tion is allowed at the rate of $1 for every $3 of eligible 
capital and exploration expenditures made after Novem- 
ber 7, 1969, up to a maximum of 25% of production 
profits per annum. As of September 30, 1975, the Com- 
pany and its subsidiaries had earned depletion available 
for future years of approximately $3,780,000 
($3,440,000 as of September 30, 1974). 


Granby Mining Corporation 


Deferred income and mining taxes result primarily from 
timing differences in the recording of depreciation for 
accounting purposes and the claiming of capital cost 
allowances for tax purposes. 


. CAPITAL STOCK: 


Under the Company’s ‘‘Restricted Stock Option Plan’’ 
dated January 13, 1960, 138,000 shares of the Com- 
pany’s stock were reserved for the granting of options to 
key employees, the purchase price per share being 10% 
above the market value at the date of the grant. The 
options granted are for a term of ten years from the date 
of the grant, and there are certain limitations on the 
number of shares that can be acquired in the first five 
years. An option on 2,000 shares at $38.23 U.S. per 
share was outstanding at September 30, 1975 and 
1974. No options were granted in.either 1975 or 1974. 
Unallocated shares under the plan totalled 54,400 
shares at September 30, 1975 and 1974. If the reserved 
and granted options were exercised, there would be no 
potential dilutive effect on net income per share for the 
year ended September 30, 1975. 


. REMUNERATION OF DIRECTORS AND SENIOR 
OFFICERS: 


Remuneration of directors and senior officers (as 
defined in the British Columbia Companies Act) for the 
year ended September 30, 1975 amounted to $348,108 
($298,315 in 1974). 


. CONTINGENT LIABILITIES AND COMMITMENTS: 


The action commenced in the Supreme Court of British 
Columbia by Silver Standard Mines Ltd. (N.P.L.) against 
Jedway Iron Ore Limited (Jedway) and the Company, 
referred to in Note 5 of the 1974 consolidated financial 
statements, has been resolved wholly in favour of Jed- 
way and the Company. 


Granisle has guaranteed 50% of a $650,000 mortgage 


extended by a bank to Granisle Village Inn Ltd., a non- 
affiliate, in connection with a hotel built and operated at 
the Granisle townsite. Granisle Village Inn Ltd. is cur- 
rently in receivership; however, Granisle’s management 
is of the opinion that no material liability in respect of this 
guarantee will be incurred by Granisle. 

Further, Granisle is contingently liable to a maximum of 
approximately $1,600,000 in connection with the mort- 
gaging of certain homes occupied by employees in the 
town of Granisle. Granisle has also guaranteed payment 
of approximately $106,000 borrowed by the Village of 
Granisle from a bank for the provision of community 
facilities. 

Purchase commitments totalling approximately 
$1,600,000 have been made in connection with the pur- 
chase of various mining equipment and facilities. 

At September 30, 1975, no events had occurred giving 
rise to actual liabilities under these contingencies and 
commitments. 

A civil action, arising from (a) the purchase of stock of 
the Company by Zapata Canada Limited (Zapata Can- 
ada), a wholly-owned subsidiary of Zapata Corporation, 
and (b) a proposed amalgamation between the Com- 
pany, Granisle and Zapata Canada (which proposal was 
abandoned in December, 1972) was filed by certain 
minority shareholders of the Company and Granisle 
naming as defendants the Company, Granisle and cer- 
tain present and/or former directors, and/or officers of 
the Company and Granisle and alleging among other 
things violations of the United States Securities 
Exchange Act of 1934 and further seeking equitable 
relief and compensatory and punitive damages. Baker & 
Botts, as U.S. counsel for the Company and Granisle, 
after consultation with Canadian counsel on matters of 
Canadian law, have expressed their opinion that this 
action should not result in any material loss or liability on 


' the part of either company. No provision has been made 


in the accounts for any amounts which may become 
payable as a result of the said actions. 
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